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EDITORIAL NOTE 


Subscriptions to the BULLETIN should be sent to Basil Blackwell, 
49 Broad Street, Oxford ; the cost of each issue is 1s., and of a yearly 
subscription (three-weekly issues) 15s. 

The views and recommendations put forward in signed articles 
are those of the respective authors, and not necessarily those of the 
Institute of Statistics or of the Editor of the BULLETIN. 


MONEY INCENTIVE AND THE PRODUCTION DRIVE 


In the last few weeks the problem of how to achieve maximum 
production for war has risen to the foreground,’ and a great many 
specific recommendations have been put forward, especially with 
respect to the organization and functioning of the Government 
Departments dealing with supplies and their regional agencies. The 
most interesting new problem, however, that emerged was whether 
the inadequacy of the productive effort could be remedied by giving 
both Capital and Labour greater money incentive. Two of the five 
points of the Financial News’ programme deal with this problem. 
The rest are concerned with rationing, decentralization and welfare. 

In the present note we propose to restrict ourselves to a dis- 
cussion of the problem of incentive. It seems, however, to be 
necessary to state emphatically that the extension of rationing to 

1Cf. F. W. Paish, ‘Economic Incentive,’ Economica, August 1941; T. Balogh, 
‘Economic Incentive in War-Time,’ The Banker, September 1941; The Financial 


News, September-October 1941; The Times, September 1941. Also reports on the 
conference of the Engineering Trade Employers and the Labour Research Dept. 
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cover all necessities of life is a conditio sine qua non of any attempt to 
deal with the problem of promoting efficiency and effort through 
the money incentive without having to fear inflation, and is in- 
creasingly necessary if we are to be able to secure a just distribution 
of available scarce supplies, which seems the only basis for an 
optimum cut of civilian consumption, hence also of maximum war 
effort. ; 

The problem of incentive can be divided into that of economic 
and that of non-economic incentive. To the latter belongs the 
problem of creating an atmosphere in which each individual is 
determined to give his best effort. Comprehensive rationing and 
compensation—as methods to ensure equality of sacrifice—would 
seem to fall in a certain sense into this field. So do measures of 
welfare enabling workers to devote themselves fully and without 
injurious effect to their health to the war effort. Finally to the 
sector of non-economic incentive belongs the establishment of 
whole-hearted and intelligent co-operation between managements 
and workers which is still lacking in many industrial undertakings. 
Complaints have been made that the lack of knowledge about the 
object of orders and the frequent transfer of workers is a serious 
source of discontent impinging on the war effort. It is not possible 
in this context to enlarge on this topic. 


INCENTIVE FOR LABOUR 


Turning to the question of economic incentive for labour, we 
must distinguish between two problems. There is first the problem 
of giving an incentive to achieve the highest possible effort by all, 
both in the so-called non-essential and in the, so-called essential 
trades.2 Secondly we have to solve the problem of transferring 
labour from non-essential to essential industries, and that of em- 
ploying the hitherto non-employed. The transfer problem is a 
temporary one because eventually all unnecessary output except by 
persons who cannot be adapted to change of occupation, ought to 
disappear. 

The solution of the first problem, of ensuring generally maximum 
effort, in so far as it can be solved by the operation of economic 
incentive depends on maintaining marginal income on a high level. 
A low marginal income, such as is produced by the reduction of the 
income tax exemption limits and an increase in the rate of tax, 
results ceteris paribus in disinclination to work harder. Though the 
greater part of the increase in income tax is in the nature.of ‘forced 
saving,’ psychologically it has had identical results with increased 
taxation. In so far as comprehensive rationing would also result in 
‘forced saving’ it might be argued that the incentive of higher 
earnings would vanish even if they were not taxed at the source. 

1 BULLETIN, Vol. 3. Nos. 6, 8, 11. 


* This problem is of some urgency even from the point of view of full mobiliza- 


tion of man-power. The higher the output per head in non-essential trades. the 
more workers can be released to the war sector. : 
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This argument fails to take into account the different impression 
_created by not being able to spend money which is ‘available’ and 
not receiving the money at all. But apart from this ‘irrational’ 
reaction, ‘deferred payment’ cannot now be used for discharging 
capital liabilities, purchasing capital assets, or in case of emergencies. 
Rationing would not prevent such ‘innocuous’ use of income. One 
expedient of solving the problem is to exempt overtime pay as well 
as efficiency and output bonuses from income tax.! (This method 
was adopted in Germany, after the scheme of abolishing over-time 
pay and other bonuses during the war had broken down.) Several 
difficulties must be mentioned in this connection. Working hours 
have been stretched too long in certain cases from the point of view 
of efficiency, because the basic wage rates (i.e. average income) 
were too low. It is possible on the other hand that the grant of too 
steeply rising overtime—if maximum hours are not fixed—will 
in any case lead to a decrease in effort during ‘ordinary’ working 
time so as to conserve energy for overtime. Remuneration by result 
would tend to check this tendency, but it is difficult to administer, 
especially as ‘idling’ due to reasons unconnected with workers 
‘(air-raids, shortage of raw materials or of parts) is said to be pre- 
valent. The establishment of harmonious collaboration between 
managements and workers, perhaps buttressed by mixed regional, 
local and workshop boards or committees to administer working 
conditions, might be useful in solving these problems. 

The solution of the second problem, the transfer of workers into 
the war sector, could be facilitated by keeping the average level of 
wages higher in the war than in the ‘unessential’ sector. 


Tue Prorir INCENTIVE 


The institution of the 100 per cent. E.P.T. was the psychological 
measure which seemed necessary to obtain the wholehearted co- 
operation of the Labour Party in war industrial effort and to 
secure their consent to the relaxation of Trade Union restrictions. 
We now need more sustained effort in production. Proposals to 
decrease E.P.T. further and to effect other changes with a view to 
restoring the profit incentive, not accompanied by a readjustment of 
the productive system, giving adequate representation and safe- 
guards to labour, might again raise labour resistance. __ 

With the present rate of income tax it would require a very 
drastic reduction in E.P.T. to act as an incentive, and if the alleged 
_ beneficial results of industrial self-financing out of free profits | 
are to be realized even a 50 per cent. E.P.T. might still be too high.? 


1It would also be possible to issue additional rations to workers who have 
performed heavy work. The oer have extensively used the system of dis- 
imi rationing for marginal incentive. 
Cer gone "of the prcpouile ander discussion overlook the fact that E.P.T. has 
already been reduced by 20 per cent—though of course only by way of giving 
‘deferred credits’ for post-war use. It seems that Capital as much disregarded this 
forced saving—from the point of view of incentive—as Labour. 
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Moreover, 100 per cent. E.P.T. need not necessarily restrict the 
income of the people who are actually in charge of production, 
whereas it ensures that higher money rewards are not paid to 
people (shareholders) who do rot contribute (qua shareholders) to 
the increased war effort. It is not so much the shareholders that 
need be given money incentives as the actual managers of the firm 
who under the present system are free to receive higher incomes 
corresponding to higher effort and could, just as workers and 
salaried employees, be given efficiency and output bonuses. The 
interest of shareholders should be safe-guarded and hardships 
should be avoided, but it is doubtful whether they should receive 
windfall gains, particularly as these windfalls would benefit mainly 
shareholders in war industries who are not adding as such to the 
war output, while those in contracting civilian industries would, as a 
group, suffer losses. A general reduction in E.P.T. would therefore 
tend to discriminate against owners and shareholders in civilian 
indusiries which are unable to maintain profits without applying 
the incentive specifically to the productive agents in the war sector. 

The failure to achieve optimum war production arises partly 
out of the fact that industry is carried on by independent firms 
whose structure, organization and personnel of their managements 
are not deliberately chosen in view of maximising the war effort, 
but are the result of haphazard development in peace-time. These 
firms, moreover, are still expected to carry on their business at their 
own risk. It is understandable that they bear their economic future 
in mind when deciding on production policy. As long as this is not 
changed it will be impossible (1) to eliminate bad managements, 
(ii) to pool technically small firms and thus enable them to apply 
modern technical principles and to work several shifts (which is 
difficult now in the case of the owner-manager), (iii) to eliminate 
consideration of their position after the war, hence to obtain 
maximum expansion of war production.' The restoration of profits 
to individual firms cannot solve these difficulties. 

Most of these problems could be solved ideally by the compulsory 
pooling of industries through the establishment of temporary war- 
time state financed holding operating companies, with full com- 
pensation to the owners, which has been advocated in this BULLETIN.? 

Economic incentive has its important réle to play in war econo- 
mics. But the restoration of the peace-time incentives does not 
solve the whole problem of achieving maximum output. 

T. BALoGH. 


1 In so far as the Government provides capital equipment this obstacle has been 
weakened but not altogether eliminated. 

* Cf. my note on ‘Economic mobilization,’ BULLETIN, Vol. 2, No. 10. A reorgan- 
ization of the regional organization of the Supply Departments, the clearing of 
orders and -nachinery and a strict supervision of labour-force would, of course 
very much improve the present position. As a transition to ‘full war economy’ 
characterized by the pooling of industry such organization, coupled with the 
adoption of a rational wage policy as outlined. 
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DEVELOPMENT PROJECTS IN GREAT BRITAIN IN THE 
FIRST HALF OF 1941 


In the Buttetin of February 1, 1941 (No. 2, Vol. 3) and more 
fully in Oxford Economic Papers (No. 5), Mr. Andrews reported the 
results of an analysis of the Times Trade and Engineering Supplement’s 
monthly return of projected new factories, extensions, and recon- 
structions. The analysis covered the period, September 1939— 
December 1940. Its purpose was to obtain an estimate of the 
industrial and geographical distribution of war-time industry, 
comparable with the Board of Trade’s Survey of Industrial Develop- 
ment which ceased to appear at the beginning of the war. The 
censor’s scrutiny has now apparently fallen upon the Times Supple- 
ment. From August 1941, non-public building projects are excluded 
from its return. In July, the name of firm and type of product is 
omitted in three-quarters of the cases. The greatly reduced number 
of projects suggests that some new projects may have been omitted 
altogether. Accordingly, this report will have only the figures for 
the first two quarters of 1941 to add to the results already published.! 

It will be seen from Table I that the decline in the number of 
projects from the peak period of July-September 1940 continues in 
the first quarter of 1941. In the second quarter, there is a very 


TABLE I 


Industrial buildings announced as contemplated. 
September 1939—Fune 1941: Great Britain 


Date of Announcement 


Type of Sept. Oct.- Fan.- Apr.- Fuly- Oct.- Fan.- April- | Total 
Building 1939 Dec. Mar. June Sept. Dec. Mar. June | Sept. 
(1 mth.) 1939 1940 1940 1940 1940 1940 1941 gay 
an. 
1941 
Factory 50 83 53 41 18 23 14 10 292 
Extension 52 138 114 130 160 105 105 59 863 
Recon- 
struction = II 7 5 2 8 II 9 63 
Total of 
Projects 102 23274 70M TOOL ISO EI 20) ga 7G 1218 


1 Readers may refer to the articles mentioned above for a discussion of the 
- limitations of this survey, as well as for the observations and conclusions formed 
upon the basis of the 1940 figures. Here they are reminded (1) that the reports are 
of intentions to build, (2) that the industrial and geographical classifications follow 
those of the Board of Trade’s Survey, (3) that the ‘factory’ designation includes 
some non-processing establishments, such as warehouses, and the designation 
‘reconstruction’ includes all reconstructions from alterations to rebuilding after 
destruction. It is reasonably certain that Royal Ordnance Factories are not 
included and that reported profits relate only to those sponsored by private 


businesses. 
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sharp fall. The April-June figure is the lowest of the war, extensions 
being reduced by nearly one-half. One might be inclined to surmise 
that the censor must already have been at work in these months. 
But there are indications pointing the other way. The number of 
reports for June is considerably larger than for either April or May, 
and taking this in conjunction with the fact that there is no great 
change during these months in the proportions of projects dis- 
tributed in war industries and in war areas, we can fairly safely 
conclude that the figures are as complete as those of earlier quarters. 
This downward trend of the nine months ending July rst, shows 
both that war-time controls are having rigorous effect on building 
irrelevant to the war effort and that the expansion of the nation’s 
industrial plant for war purposes has now very much slowed down. 
It will be noted that the decline in the number of new factories, 
interrupted in October-December 1940, continues in both quarters 
of this year, while reconstructions are maintained at about the same 
number. “ 
In Table II, the geographical distribution of projects in the first 
two quarters of this year is compared with that of last year and the 
six peace years 1933-38. It will be seen that there is a further 
decline in the importance of the London region. The North- 
Western region again shows an increase (from 25-1 to 33-4 per cent. 
of total works). The North-Eastern and Midlands regions maintain 
their second place, but their numbers fall to 18-8 per cent. of the 
total. The most interesting change is the increased relative import- 
ance of Scotland. The Scottish percentage increases from 7-8 last 
year to 18-8 in January—June this year. Although a part of Scot- 
land’s new building is made up of alterations and extensions in 


TABLE II 
A comparison with the Regional Development reported in the Board of Trade ‘ Survey ”” 


Period Percentage of Total Reported Reported by 
Projects in Regions 


I Jis EIT [IV 2 VS VES VEL VEE OC Poe Board? or 


| |} | |__|] Trade 

Year 1937 | 4:1 | 36°5| 2:1 | 18-0 22°4.| 11-4 Survey of 

Year 1938 | 3°4 | 37°9] 4°5 |17°4 18-1 | 1371 Industrial 

6 years— Develop- 
1933-1938] 4:1 | 39°8| 1-6 | 16-3 20°9 | 10°1 ment 

Projected 

Sept. 1939- 

Dec. 1940 | 2:9 | 18-1] o-g | 22:8 25°1 | 20°6 Times 

Jan.-June Enein = 

i neerin 

1941 o9 | gz} —- | 18:8} — | 33-4 | 18-8 | 18-8] 99.9 Sctaleint 


Regions: I, South and South-West, II. Greater London, III. Wales (inc. Mon.), 


IV. Mi . 
pee Sa V. Eastern Counties, VI. North-West, VII. North-East, VIII. 
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textile factories, more than half of it is comprised of extensions and 
new factories in the engineering, iron and steel, and non-ferrous 
metal industries. 

In Table III, a comparison of industrial distribution percentages 
for the same periods as those of Table II is made. Engineering 
(No. 5), though remaining numerically the industry with the 
largest amount of new building, shows a decline relatively to other 
industries, a tendency which began after the first four months of 
war and was interrupted in the last two quarters of 1940 by a moder- 
ate increase. There is also a notable decline in iron and steel (No. 4) 
from 18-3 to 7-8 per cent. Increases have occurred in chemicals, 
non-ferrous metals, textiles, and clothing. In the latter two cases 
and in the case of food, drink, and tobacco which shows a decrease, 
the trends characterising these industries in the first sixteen months 
of war were reversed. 

The proportion of projects in our two quarters which it was 
impossible to identify with the aid of national directories was much 
smaller than in the period covered by the earlier report. This 
suggests that smaller firms have not had such a great share in new 
building in recent months. 


‘ TABLE III 
A Comparison with the Industrial Development Reporied in the Board of Trade Survey 
| Percentage of Total Works in Industry No. Reported 
bg A i SAE el RR RES > ree y 
Period es 5 |6)]7] 8 | 9] 10] a1 | 12/13] 14 |Total 
1937 ses Ple-sle-aia 6 9 6/18 -6)7 -8) 1-7] 11 -2/1 -7/17-4| 5-9/6 -8\6 -7| 4-6)100-0| Board of 
1938 ... ---|2 °1/3 +415 -ol10 -0|15 -4/9 °7|1 °6] 6 -8/2 -3'16 -6} 7-0/8 -4/5 -9] 5°7| 99-9! Trade 
6 years— urvey 
1933-38 .--|2 °3/3 -9/3.°1| 7 °8)13 ‘3/6 -3/2 -ol11 “6/1 -7/20°5| 6-7/8 -4/6 -3] 6-0] 99-9 
Sept. 1939- 
Dec. 1940 1-3/2 °1|4 °8|18 -g|27 -7/4.-314 -0| 7°0|0-9| 4 °8/10 8/1 -6/4-4| 8-2|100°2| Times 
Jan.—June 1941|2 -7/3 -3/9 °8] 7°1\19°7|2°7|/6 -o}r1 -5|3°3| 8-7) 8-2)1 -6)1-1/14°2| 99°9| Supplement 


Industries: 1. Non-Metalliferous Mining Products, 2. Bricks, Pottery, Glass, 
3. Chemicals, 4. Iron and Steel, 5. Engineering, 6. Vehicles, 7. Non-Ferrous 
Metals, 8. Textiles, 9. Leather, 10. Clothing (inc. Boot and Shoe), 11. Food, 
Drink, Tobacco, 12. Timber, 13. Paper, Printing, Stationery, 14. Miscellaneous. 


In general, there is nothing in the returns for these two quarters of 
1941 which alters the conclusion reached in the earlier articles: that 
so far as the country at large is concerned, while there has been 
distortion of growth, there has not been an abnormal rate of expan- 
sion in industrial building. Indeed, the most recent figures show 
that expansion has distinctly retarded. The reversal of the peace- 
time movement of industry to the South is again emphasised and the 
increased importance of Scotland as a war-time industrial centre is 
brought out. Finally, some types of war industry that were formerly 
leading in growth are now expanding less rapidly and others are 
beginning to have a larger share of new building. 

J. F. Goray. 
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THE CO-OPERATIVE MOVEMENT SINCE THE OUT- 
BREAK OF WAR 


Although the peaceful replacement of the competitive order of 
capitalism with its profit incentive by a system of production and 
distribution for use, planned by consumers, has been the professed 
aim of the Co-operative Movement since its initiation in 1844, it 
has, in fact, developed into a national self-governing trading (and 
producing) organization which plays an important part in pro- 
visioning the working class. The exact extent and size of some major 
activities of the Movement, and especially their development in the 
two years of the present war, will be investigated in the following 


pages. 
DEVELOPMENT AND LIMITATIONS OF MEMBERSHIP 


The figures of membership since 1900 constitute an unbroken 
record of absolute development and also of growth relative to the 
increase in population. To obtain the number of people catered for 
by Co-operative Societies, at least in the last 10-15 years, a number 
of assumptions and calculations! have to be made and we find that 
about 43 per cent. of the total population of the country were repre- 
sented through one or more family members as trading with one or 
more @o-operative Societies in 1940. 

Table II suggests that the North is better organized than the 
South and West, which can probably be explained by a higher 
degree of industrialization in the North and by the effective com- 
petition of other department and chain store services in and near the 
Metropolis. But the same table suggests also a certain degree of 
exhaustion where a percentage of 20 or over of members in total 
population has been reached, because the districts with the highest 
relative membership show the smallest increase in 1940 in spite of 
relatively greater prosperity in the North. It may be that a 20 per 
cent. membership, corresponding to, say, 50 per cent. of the popu- 
lation is the absolute limit which the Co-operative Movement can 
expect to reach at its present stage of development. 


THE FINANCE OF THE MOVEMENT 


Very often it has been suggested that the Co-operative Societies 
have more capital than they need for trading purposes. This is true 


1 (a) Duplicate membership (with several Societies) reduces the total return to 
95 per cent. 

(b) Discount of ‘Book Members’ reduces the effective trading membership to 
86 per cent. of (a) i.e. 82 per cent. of the total. 

(c) 100 members of a Co-operative Society are on the average members of 
75 families. Therefore, the number of trading Co-operative families is 75 per cent 
of (b), i.e. 61 per cent. of the number of members. 1 

(d) The average co-operative family is assumed equal in size to the average 
family in the country, i.e. 3-8 persons, and therefore the number of co-operative 
customers is 0-61 X 3°8, i.e. 2°32 times the number of members. 

The various estimates used in this calculation are based on sample investigations 
undertaken at different times and places. ; 
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to a certain extent. Corresponding toa trade turnover of £300 million, 
in 1940 liabilities and assets were each at the value of £240 million 
at the end of 1939. Only 24:3 per cent. of this sum was invested in 
property and 9-5 per cent. in stocks, but 59-9 per cent. in shares, 
deposits and securities. The larger part of this amount was used to 
finance the Co-operative Wholesale Society and the Scottish C.W.S., 
and both the Wholesale Societies have used only part of their capital 
for purposes of trading and production and had invested at the end 
of 1940 £85 million in Government Securities. 

Of the liabilities 66-4 were share claims and 18-5 per cent. loan 
capital. Only 6-4 per cent. of the liabilities were reserve and insur- 
ance funds. Although the Movement commands considerable 
hidden reserves as a result of a sound depreciation policy of pro- 
perties and conservative valuation of stocks, the reserves seem still 
to be not too high in view of the fact that almost all shares bear a 


TABLE I 
Membership and Sales since 1900 
I IT III IV NGE VI VII VIII 
Number of Sales 
Number of Members as per Cost of Sales in Prices of 1930 

Year Members proportionof Total Member — Living Per 
000 population £ mill. 7 Index* Total Member 

per cent. £ mill. £ 

1900 1,703 46 50 29.2 59°2 85 49°3 
1905 2,146 55 61 28-2 59°2 103 47°6 
I9IO 2,529 6:2 71 28-2 62-1 114 45°4 
1QI5 3,241 77 102 31°4 80°5 127 39°0 
1920 4,460 10°5 252 56°5 162°7 155 34°7 
1925 4,865 II‘! 182 37°4 111°8 163 33°5 
1930 6,347 14°2 216 34:0 100:0 216 34°0 
1935 7423 16°3 218 = 29°5 92°3 236 = 320 
1936 7;746 16-9 232 ©29'9 94°1 247 = 31°8 
1937 8,021 17°4 249 gil 100-0 249 3i-l 
1938 8,344 18-1 261 31-3 102°4 255 30°6 
1939 8,581 18-5 270 31-5 100°6 268 81-3 
1940 8,652 18-6 296 34:3 120°7 245 28-4 


*A. L. Bowley: Wages and Income in the U.K. since 1860 (up to r1gro). 
Ministry of Labour Gazette (from 1915). 


TABLE II 
Development of Regional Membership (000s) 
Year Nig NEN Woo Ww SW S$ _ Scetld. Gr. Br. 
1938 aot ... 640 1,024 1,546 1,261 241 383 2,330 919 8,344 


1938 (as % of total 
Sa Ea ... 228 att 208 189 94 15:2 1394 17°5 18-1 


I Bo ... 653 1,045 1,582 1,299 252 395 2,411 944 8,581 
one ae ... 666 1,053 1,593 1,317 258 404 2,392 969 8,652 
i 


1940 (as % of 
ee 106-3 1052 105:2 108-9 109°6 108-7 108°3 109°7 107°7 


320 BULLETIN AND DIARY. 


fixed rate of interest and are withdrawable and, therefore, can 
rather be compared with the debentures of a private company than 
with its ordinary share capital. The so-called ‘Dividend’ is not 
profits distributed to shareholders according to the size of their 
capital but profits, distributed as a rebate to customers. 

Here it is worth pointing out the experience of the last war, 
when excess profits, resulting from the rise of prices and turnover 
and a diminishing ratio of overhead expenses, were used during the 
war to pay high dividends, which attracted membership (see column 
II Table I) and later (1918-20) when stocks were available, to 
build up stocks, while no reserves or liquid assets were accumulated 
against the day when the reverse process of deflation (1920-25) set in. 
As a result many of the weaker Societies came near to bankruptcy, 
which was usually prevented by absorption of these societies by 
bigger and financially stronger ones. 

In the present period the relatively high proportion of liquid 
investments may be a safeguard against a repetition of this process. 
But the building up of reserves in excess of those of the E.P.T. 
‘Standard Period’ is rendered impossible for Co-operative Societies 
even where it could and should be done at the expense of the ‘divi- 
dend,’ for the dividend on purchase is not part of the standard 
profit as is the dividend to shareholders in private businesses and, 
therefore, the manoeuverability of the Movement with regard to 
reserves is smaller than in other businesses. ~*~ 


RECENT DEVELOPMENTS OF CO-OPERATIVE TRADING 


While co-operative trading has spread considerably, the con- 
nection between co-operative members and their societies has 
- developed in the opposite direction, i.e. the purchasing loyalty of 
the members has decreased. Table III shows that the actual volume 
of trade per member has fallen fairly steadily since 1go00. This is not 
due to a decreasing purchasing power of the skilled workers (artisan 
class), who are the backbone of the Movement. On the contrary, 
the increase in real wages of the working class, which has been 
estimated recently to be about 30 per cent.! in the last 40 years, and 
which is probably slightly higher in the upper strata of the working 
class, has attracted them to ever wider purchasing excursions and 
and has induced them to enjoy the variety of purchasing possibilities 
at different stores rather than to remain loyal to their old supplier, 
the ‘Co-op.’ 

In calculating Column VIII of Table III the assumption has been 
made that the average co-operative family spends exactly the same 
amount as the average family in the country, although small errors 
in this assumption would not affect tke significance of the series. 

The decreasing purchasing loyalty had its full effect at the 
last re-registration for rationed goods in July 1941, when about 
5-10 per cent. of the total national trade in these commodities 


1 Seebohm Rowntree, Poverty and Progress, Longman, 1941. 
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shifted from the Co-operative Societies and private multiple stores 
to the individual grocer. Split registrations to secure maximum 
amounts of unrationed foodstuffs in short supply and the discon- 
tinuing of delivery services from centrally situated stores seem to be 
the main reasons. : 

The available figures (Table IV) for autumn and winter 1940-41 
show that in this period the Co-operative Societies did not fare so 
badly, at least not in relation to private shops of a similar retail 
structure, to which the figures in Columns VIII and IX apply and 


TABLE III 
Proportion of Co-operative Purchases per Co-operative Family. 
NM iI II IV V VI VIT VuUI 
Co-op. Proportion 
National Per Per Co-opera- Co-op. ‘Sales as of Co-op. 
Year Retail Person Family* tive Sales Sales per proportion purchases 
Trade Familyt of Nat. per Co-op. 
Trade Family? 
£ooo mill. £ £; £ mill. if oG Ve 
1925 2°3 53°4 203 182 61-3 7:8 30 
1930 2°5 56-7 216 216 558 8-5 26 
1935 2°4 52°5 200 218 48-4 gil 2 
1936 25 55°6 QiI 232 49:0 g‘I 23 
1937 2°7 59°6 226 249 51°0 gl 23 
1938 2:8 60-6 230 261 51°3 9°3 22 
1939 2°9 62:1 236 270 51-7 9°4 22 
1940 3:0 6471 24.4 296 56-3 9°9 23 


* Of 3°8 persons. = ~—e 

t In (c) Footnote 1,page 318,the number of co-operative families has been estimat- 
ed as 61 per cent. of the number of members returned. Column VI is calculated 
as the ratio of Column V, Table I to 0-61. 

t Column V by Column IV. 


TABLE IV 


Changes in the Sales September 1940—March 1941, compared with Corresponding 
Months One Year Earlier 


Ti II HT IV V VI VII VIII IX 
Grocery Sales in a 
Month Co-operative Sales Groceries only large sample of 
All Items Uncl. Bread) private shops 


Prices* Turnovert Volumet  Prices§ Turnovert+ Volume{ Turnover|| Volume} 


silane uae OMe sch ont ata oe 
Sept. +206 +2°0 —155 +203 —76 —232 —15°0 —293 
Oct. +146 +481 — 5° +12:°7. —6-9 —17'4 —196 —28-6 
Noy. -+ 19°60) § 2°40 9:9) E117) 3-0) = 197 19°49 225 
Dec. +127, +23. — 92. +102. +06 —.8-7 —10°7 —19-0 
Jan. +126 448 -— 70 +96 +25 —64 + 68 — 25 
Feb. ff 11-3 9-4-7) 5-9 62 5-0, OB 30075 
March +107: +3:0 — 64 + 5:0 —1'3 — 6:0 — 54 —II-0 


*Cost of Living Index, Ministry of Labour Gazette. 
{Co-operative Review. ’ 

t Turnover in Prices of One year earlier. 

§ Cost of Food Index, Ministry of Labour Gazette. 
|| T. Schulz in BuLteTin, Vol. 3, No. 10. 
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in relation to the corresponding months of the first year of war. 
From Table IV the further conclusions can be drawn that the rise 
in prices as well as the fall in the volume of trade flattened out very 
much between September 1940 and March 1941. This pheno- 
menon was more marked in the case of food than with other items. 
That trade has declined much less in Co-operative than in private 
shops may be partly explained by the inclusion of bread in the 
Co-operative figures. 


Co-OPERATIVE WHOLESALING AND PRODUCTION 


The greater part of the goods sold in co-operative shops is bought 
from the C.W.S. and S.C.W.S. (Table V), the shares of which are 


TABLE V 
Co-operative Wholesaling and Production 
Sales of C.W.S.and S.C.W.S.* Production of C.W.S. andS.C.W.S. 


£ mill. % of Co-opera- £ mill. % of Wholesale 
Year tive Retail Sales Sales 
1935... abe 116-9 53°5 40°O 34°2 
1936 -<. ase 128-3 55°3 44°8 35°0 
1937 --- ooo 142°3 57°1 50°4 35°4 
1938... + 152°4 58°3 54°7 35°9 
1939 ++) +s 156-0 57°5 54°3 34°8 
1940 . 171°8 57°9 58-7 34°2 


* Co-operative Wholesale Society and Scottish Co-operative Wholesale Society. 


mainly in the possession of the Co-operative Retail Societies, which 
are also their almost exclusive customers. The share of C.W.S. 
supply in total Co-operative retail turnover, is, of course, much 
greater than the table suggests, because the Retail Sales are com- 
puted at retail prices, while Table V shows wholesale prices which 
have to be increased by, say, one-third to bring them into the 
proper relation to retail prices.' It can therefore be estimated that 
the Societies’ turnover is covered to about 80 per cent by their own 
wholesale organization. In addition there exist Productive Federa- 
tions of Retail Societies in the laundry and baking industries and 
Productive Societies (profit-sharing institutions) in the clothing, 
footwear and printing trades, both types together catering for about 
3-4 per cent. of the Movement’s total needs. Some Societies engage 
in production on their own. Especially meat slaughtering, meat 
preparation and tailoring are undertaken by the majority of big 
societies. Retail societies’ production accounts for about 6-7 per 
cent. of the total sales, services such as hairdressing, undertaking, 
boot repairing, for about 5 per cent. Thus the margin left for the 
private wholesaler is small indeed (5 per cent.). 

The degree of self-sufficiency of the movement in wholesaling has 
not been reached in the sphere of production. Both Wholesale Socie- 
ties buy the majority of their requirements from private manufac- 


‘Consumers’ Co-operation in Great Britain’ by various authors (Allen and 
Unwin, 1938), Figure 38. 
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turers, and the figures of C.W.S. investment of funds show clearly 
that the wholesalers and their banks are never lacking ample funds. 
The explanation is probably the limitation of further co-operative 
expansions, by the monopoly in certain raw materials (sugar) and 
patents (electric lamps),!selling schemes with governmental backing 
(coal), or the necessity for an overwhelmingly big market (matches) 
etc. Also the Societies have to rely for British agricultural raw mater- 
ials on private farmers. 

In spite of these shortcomings, which found their expression at 
the beginning of this war in numerous complaints about unfair 
distribution of non-rationed goods in short supply by controllers, 
who are principally recruited from private businesses, in general 
satisfaction is expressed with the strong position of the Co-operative 
Societies at present, For with the large resources of the C.W.S. 
as distributors and producers, and also those of the productive 
societies behind them, they are in a favourable position to obtain 
their retail stocks. 


AMALGAMATION IN RETAIL TRADE 

Except between 1900-05 and 1915-20 no quinquennium of the 
last eight shows an increase in the number of societies. Their decline 
from 1,439 in 1900 to 1,065 in 1940 is due in all cases to a continuous 
process of absorptions and amalgamations. The reason why small 
societies give up their independence is sometimes the wish of their 
members to participate in the benefit of a greater variety of goods 
and of better services, which the big societies can offer, and some- 
times the ambitions and the search for greater security of the 
employees. But in most cases it is due to financial pressure and the 
influence of creditors, mainly the C.W.S. and their bank. This 
process of amalgamation, a peculiar feature of our industrial order, 
is in co-operative retailing still in its first stage, absorption of the 
small units. The second stage, the amalgamation of the big units 
into bigger ones, has not yet set in. At present 91 per cent. of the 
Societies have only 37-3 per cent. of the members and 42:8 per cent. 
of the turnover, and it can easily be foreseen that the differences in 
retail efficiency will give new and ever more rapid incentives for 
the conclusion of this first stage of amalgamation in the immediate 
post-war period. This movement will only in part be counteracted 
by the formation of National Trade Associations in certain articles, 
which has been developed in the last few years and which allows 
smal] societies to participate in efficient services with the big ones. 
It is to be expected that the voluntary concentration process within 
the movement will be discontinued during the war, as artificially 
stimulated turnover reduces pressure of financial problems tempor- 
arily. That is, if a government concentration scheme in retailing 
should not stimulate the process once more. 

1 A £60,000 factory was completed in Scotland in 1938 to manufacture lamps of 
Swedish patent, under an arrangement made in 1936 between the S.C.W.S. and 
the Swedish Wholesale Society. 
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The decreasing purchasing loyalty of the members, which has 
already been mentioned above, and which is partly the cause and 
partly the effect of the de-politisation of the Movement, seems to be 
a stronger feature with the big Societies than with the small ones. 
Therefore, the continued process of amalgamation will further 
contribute to the transformation of the Movement from a social and 
political working-class movement into a national trading concern, 
with a peculiar non-capitalist character. 


CONCLUSION 


The war has not brought any spectacular changes. Continued 
growth of membership and of amount of sales on the one side, slight 
decreases in volume of sales and of capital on the other side are the 
main characteristics. Otherwise the movement shares and will 
continue to share the fate of the retail trade in general, and of the 
multiple stores in particular. 

The post-war period will most probably bring an increase in the 
rate of retail amalgamation (if Government measures have not 
initiated this development already during the war) and, should a 
period of price deflation follow the present period of inflation, 
financial difficulties of the Societies with small reserves (and there 
are many) will be inevitable. The accumulation of excess reserves 
would be necessary, but. E.P.T. (in connection with a generally low 
standard rate of profit of the Movement) prevents it. Up.to now the 
war seems to have had rather beneficial effects on the Movement, as 
even the series of decreasing purchasing loyalty of the members 
(Column VIII, Table III) seems to have been broken. 

D. B. HALPERN. 


THE COST OF LIVING IN BRISTOL? 

For the purposes of this study, retail prices in Bristol were col- 
lected for August 1939, and the first week of February 1941. This 
information throws some light on the rise in prices of different 
commodities and different qualities of commodities, on changes in 
the variation of prices between separate districts of Bristol, and on 
the Ministry of Labour cost of living index. 

Prices were collected from representative chain and multiple 
stores and independent retailers in three large shopping centres 
which could be classed as I. Middle Class, II. Artisan, III. Lower 
Working Class.2_ Data were also obtained from businesses such as 
the Co-operative Society with branches in many parts of the town 
and, altogether, prices were obtained for 235 commodities from 

1 The present paper is based upon an investigation made on behalf of the 
National Institute for Economic and Social Research. The writer wishes to express 
his gratitude to the Institute, to Professor Hamilton Whyte for the facilities placed 
at his disposal, and to members of the Oxford Institute of Statistics for their helpful 
suggestions. Thanks are also due to the retailers who very kindly co-operated with 
the inquiry. ; 

* The shopping centres were: I Whiteladies Road and Queen’s Road; II 
Stapleton Road; III East Street and Bedminster Parade. 
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60 separate retailers, many of them with numerous branches or 
departments. 

The commodities were chosen to represent each main head of 
household expenditure according to the Ministry of Labour 1937 
budget inquiry. Whenever possible, the price of a good quality and 
and of the cheapest quality of each commodity was obtained, but 
only those commodities were taken which were susceptible to clear 
definition and available both in August 1939 and in F ebruary 1941 
in the same qualities. Prices for August 1939 were secured with the 
help of old order books, price lists and invoices. Shops which could 
not provide accurate prices for 1939 were excluded, but such cases 
were few. To allow for the effects of the purchase tax, prices were 
obtained inclusive and exclusive of tax and these were weighted 
according to estimates obtained from shopkeepers of the proportion 
of turnover on taxed and untaxed goods. In addition, numerous 
authorities were approached for estimates of the increase in cost of 
the main services. 

Price relatives were calculated relating February 1941 to August 
1939, and the relatives for the different shops within each district 
were arithmetically averaged for each commodity and each shop- 
ping centre.} 


INCREASE IN PRICE OF DIFFERENT COMMODITIES 


The increase in price of each commodity was obtained by taking 
the simple arithmetic mean of the relatives for the three shopping 
centres. The commodities under each head were combined with 
weights obtained from the Ministry of Labour’s 1937 budgets of 
industrial households and indices for the main groups are shown 
below. 


TABLE I 
Percentage Increase in Bristol Retail Prices,. August 1939 to February 1941 | 
Cereals ... ees vas Sere ai Rent Bip we ae 0 
Fats ae 56 aes ae eg Services ... — ... a pore 
Sugar, jam, tea, condiments, etc. 28 Cleaning, medical, stationery ... 22 
Meat .... ase aus Re P23, Fuel and light ... Fs f230 
Milk products and eggs eae 37, Drink and tobacco ae Ben 2 
Fruit and vegetables... eo Clothing ... Ae oe ag GI 
Fish wee 3th aoe r= 662 Furniture and household goods - 80 | 
All Food a aa Br tat by All Items ... c ates nes seO 


Price increases have been more severe for body-building and 
protective foods than for carbohydrates and fats, and for clothing, 
furniture and household goods than for rents and services. 


1 In the present inquiry the average of ratios and not the ratio of averages is used 


Ries 
Ba 2p1 . 5 1 ae Po, its use 
throughout, ati and not'>,, - Since the latter is equal to Zp, 
would result in the price changes for the dearer qualities or larger sizes of a 
commodity having a greater effect upon the average than those for other qualities 


or sizes. é 
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INCREASE IN PRICE OF DIFFERENT QUALITIES 


The different trend of prices for high and low quality goods is 
shown in the next table, where the index for each group is simply 
the arithmetic mean of the indices for each article within the group. 
We have included, of course, only those qualities se remained 
unchanged during the period.* 


TABLE II 
Percentage Increase in Prices of Different Qualities, August 1939 to February 1941 
Good Cheapest Cheapest Good 
Quality Quality Quality Quality 
Meaty gs.:- ote 2 couelG 25 Men’s clothes sg) 40 71 
Groceries... a =, ELO 26 Women’s clothes coo hAT 74 
Cheese and milk mn Ae 38 SHOCS ee a Be wee 4. 42 
Fruit and vegetables ... 70 113 Materials Som tes ay; 69 
Fish and poultry cS 75 RAT OE Household goods 41 56 
Drink, tobacco and sweets 47 61 Furniture — 69 85 


For practically all of the above groups the cheaper qualities 
have risen more in price than the dearer qualities. Since, in 
addition, a great many of the cheapest pre-war varieties were 
reported to be unobtainable, the increases in price of the cheapest 
articles obtainable at the two dates, irrespective of quality, would be 
greater than those shown here. The different increase in prices 
according to quality tends to ameliorate the rise in cost of living for 
the higher income groups and to sharpen it for the lower. Excluding 
the middle class district I and taking the prices of the cheapest com- 
modities wherever the figures were available, the increase in the 
Bristol cost of living, based on the 1937 budgets for industrial 
households, was found to be 32 per cent. Using the price data for 
the whole of Bristol and including the cheap and good qualities the 
increase was 29 per cent. On the other hand, on a lower standard of 
living than the one represented by the 1937 budgets, proportion- 
ately more would be spent on cereals and rent so that the difference 
between these figures might be somewhat less. 


VARIATION IN PRICES BETWEEN DiIstTrRICTs 


The prices charged in different districts of the city have appar- 
ently become more uniform during the first eighteen months of the 
war. The following table is based upon the prices of 35 foodstuffs 
which were available in the same qualities at both dates and in 
each of the three districts? The first two rows were prepared by 
expressing each price as a percentage of the average price for all 
three districts and then averaging all the percentages for each 
separate district. 


_ 1 The following are examples of the two qualities chosen: home-produced and 
imported meat; tuberculin tested and pasteurized milk; full fruit standard and 
cheapest jam; King Edward and cheapest potatoes; roasting and boiling chickens; 
and six guinea suits and fifty shilling suits. 

* The foods include : 5 cereals, 10 groceries, 5 cuts of meat, 6 vegetables, 3 
fruits, 4 varieties of fish, roasting chicken and rabbit. 
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TABLE III 
Prices of Foodstuffs in Different Districts 
Shopping Centre Bristol 
, I II Ill Average 
Prices expressed as percentages f Aug. 1939 103 102 94 100 
of average prices in Bristol Feb. 1941 101 99 100 100 


Index of prices in Feb. 1941 (Aug. 1939 = 100) 150 149 163 153 


The prices of these foodstuffs in 1939 were considerably higher in 
district I than in district III, but in 1941 the differences were negli- 
gible. Whereas before the war prices were lower in the poorer 
districts, to-day they appear to be practically the sarhe in all areas 
so that the rise in prices has been more severe in the lower working 
class district III than in Bristol generally. 

The greater uniformity between districts, combined with the 
sharper rise in price of cheaper qualities, has caused a marked 
concentration of prices about their average. Thus, when the 
prices are all expressed as percentages of the average price for each 
commodity, we find that, in August 1939, 64 per cent. of all prices 
fell within 10 per cent. of the average, while, in February 1941, 
this proportion had risen to 86 per cent. The standard deviations 
of the distribution of these percentages were found to be 14:1 at the 
first date and 8-3 at the second. This increased uniformity is 
no doubt largely due to Government control and the tendency to 
charge maximum legal prices. 


Tue Ministry oF Lasour Cost oF Livinc INDEx. 


Through the kindness of the Divisional Controller, access was 
obtained to the prices of goods collected by the Ministry of Labour 
in Bristol. With this information an examination may be made of 
the Ministry’s selection of shops in Bristol, its method of combining 
quotations and its choice of commodities.1 This is done by com- 
paring the rise in cost of living obtained when the present data and 
present selection of commodities and the average of price relatives 
are used with the rise in costs obtained when these ‘factors are 
replaced, one at a time, with the methods employed in the official 
index. 

Although the Ministry of Labour’s index is intended to refer, so 
it is stated, to ‘‘ the standard of living of the working classes,” 
several of the retailers supplying particulars of food to the Bristol 
Employment Exchange could be included under the present class 
I. Two of the five fishmongers, one of the five grocers'and one of the 
five greengrocers were actually situated in shopping centre I. 
Calculating the increase in the cost of food on the basis of the 
Ministry of Labour prices and our own figures and employing the 
same weights and selection of commodities, the Ministry’s figures 


1 The effect of using weights based on 1904 and 1911 expenditures instead of 
on the 1937 budget data has been discussed by J. L. Nicholson, Buttetm, Vol. 3, 
No. 2. 
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give 34°4 per cent. and our own 34:0 per cent. Considering that only 
the Co-operative Society and one fishmonger were common to the 
two calculations, this is a close agreement. It suggests that, as far as 
Bristol is concerned, the Ministry of Labour index covers the whole 
population rather than the working class only. 

The Ministry’s method of dealing with the quotations received 
from different shops for the same commodities is to obtain the 
modal quotation for each district, average them arithmetically and 
take the ratio of these averages. In Bristol, five quotations are 
obtained for each commodity but, since there is quite a considerable 
variation, the price relatives obtained from the modes may be 
freakish. Calculating the official index by taking these modal prices 
on the one hand and by averaging the price relatives for each pair of 
quotations on the other, the increase in the cost of food was found to 
be 34:4 per cent. and 31-9 per cent. respectively. Such discrepancies 
may be expected to cancel out in national figures! but it can still 
be objected that the use of modes tends to make the index sluggish 
and that the ratio of averages may lead to inaccuracy if there happens 
to be correlation between price relatives and base year prices.? 

To test the effect of the selection of commodities used in the 
official index, the following figures were calculated using the present 
data and 1937 weights: firstly, including only those commodities 
represented in the official index and, secondly, using the more 
complete information of the present inquiry: 


TABLE IV 
Percentage Increase in Bristol Cost of Living, August 1939 to February 1941 
Commodities included by All commodities included 


Ministry of Labour in present inquiry 
Rent . ° fo) 
Clothes ne Foc ee a zn 
Fuel and Light x an 34 go 
Other Items ... oc ai 29 27 
Total ae sae as 29 29 


Clothing in the official index is largely represented by a long list 
of materials, many of which are not commonly used at the present 
time and these were not included in our inquiry. Prices of materials 
have risen more than the prices of finished clothes (see Table II) 
and this, together with the exclusion from the Ministry’s index of 
shoe repairs and repairs to clothing (which have increased by 15 
per cent. and 2g per cent. respectively), tends to make the official 
figures for clothing too high. The difference between the figures for 
‘fuel and light is also accounted for by the exclusion from the 


* For this and other reasons, the Ministry has never published indices for differ- 
ent districts, 


* See footnote p. 325. 
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Ministry’s index of electricity, which has only increased by about 
g per cent. The effect of these over-estimates on the total increase, 
however, is balanced by the under-estimate of the increase in food 
prices. 

Finally, an impression of the total effect ofthe Ministry of Labour’s 
method of combining quotations, selection of commodities and 
weighting can be gathered by estimating the increase in the Bristol 
cost of living as closely as possible according to the Ministry’s 
method? and comparing the results with those of the present inquiry. 
The following table also shows the increases in prices for the whole 
country in the same period, as shown by the Ministry’s, published 
figures. 


TABLE V 
Percentage Increase in Cost of Living, August 1939 to February 1941 
Increase for Bristol Increase for 
Method used by Present whole country 
Ministry of Labour method (Ministry of Labour) 
Rent - athe fo) ° I 
Food aoe oe 30 35 24 
Clothes tie Be? 58 51 65 
Fuel and Light a2: 29 30 24 
Other Items ... = 29 27 24 
total” =; ae ore 28 29 27 


Comparing these figures, it appears that prices in Bristol, especi- 
ally of foodstuffs, have risen slightly more than in the country as a 
whole. Comparing the first two columns, it is seen that, despite the 
unsatisfactory method of averaging, the small number of com- 
modities and the out-of-date system of weighting of the official 
index, the defects tend to cancel out and the agreement between 
the totals is remarkably close. Whether the official index will 
continue to give such a satisfactory approximation, particularly in 
view of government subsidies for certain foodstuffs, is another 


matter. 
G. H. DaAnrEL. 


1 Whereas the figure for food was estimated throughout according to the 
methods of the Ministry of Labour, it was not possible to do this as thoroughly 
for clothes and ‘other items,’ and in all cases except food the data were derived 
from the shops used in the present investigation. The articles of clothing were 
confined to those for which information was collected in the present inquiry. For 
the miscellaneous group, where the weights are unknown, the 1937 weights were 


. 
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Tue Rate or Supply EXPENDITURE 


The Government expenditure on Supply Services in the first half 
of the financial year was at a rate of about £4,200 million per 
annum. The estimate of this item in the April Budget Statement was 
only £3,935 million. The recent statement of the Chancellor of the 
Exchequer, indicates, however, that the figures are not exactly 
comparable. While in the estimate the payments under existing 
orders in the U.S.A. were not included, they are contained in the 
current returns of expenditure. The purchases under Lease and 
Lend Act are excluded from both figures. 

The present supply expenditure is at the rate of about £4,600 
per annum. Sir Kingsley Wood stated that if it continues at this 
rate up to the end of the financial year it will bring the total for 
the year, including the payments under orders in the U.S.A. 
mentioned above, to a figure broadly in the region of that contem- 
plated in April. Since expenditure in the first half of the financial 
year was at a rate of £4,200 million, this total for the year would 
amount to (4,200+4,600) — 2= £4,400 million and the difference 
between this figure and the estimate of £3,935 million or about £450 
million corresponds probably to the payments under ‘old’ orders in 
the U.S.A. 

This figure agrees well with other data. It followed from the 
April statement that the sum of payments on ‘old’ orders in the 
U.S.A. and purchases under Lease and Lend Act is expected to 
amount in the financial year to about £800 million, and according 
to the recent speech of President Roosevelt, the Lease and Lend 
purchases were in the first half of financial year at an annual rate 
of about £300 million. 

In order to compare the supply expenditure for 1941-42 and 
1940-41, the latter figure i.e. £300 million must be added to the 
expenditure of the current year. We thus obtain: 


Expenditure on Supply Services per Annum. 


January-February First half of At present 
1941 1941-42 
£4,200 mill. £4,500 mill. £4;900 mill. 


As we see from the beginning of 1941 up to now there was a 
substantial increase in the supply expenditure. 
Tue EssEnTIAL WorK ORDER IN CoTTON SPINNING 

It was announced on September 24th that the Essential Work 
Order is to be applied to the 200 nucleus mills in the cotton 
spinning industry as a result of an appeal to the Government by the 
Cotton Board and the Spinners’ Federation. This is the first time 
that the Order will apply to a ‘concentrated’ industry. As in other 
industries scheduled under the Essential Work Order, no person 
may leave or be dismissed from work without the permission of the 
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Ministry of Labour, and at the same time there will be a guaranteed 
weekly wage for all workers. The level of this weekly wage has not 
yet been determined for all types of worker. The uncertainty which 
prevailed while the process of concentration was taking place 
offered little incentive to workers to stay in the industry, and the 
labour shortage has become so acute that, in addition to the applica- 
tion of the Order, the Ministry of Labour has also granted defer- 
ment from military service for key men liable to be dereserved on 
October rst. 

As a further step to release raw cotton for essential war purposes, 
and to relieve order books of spinners and manufacturers, the 
Cotton Control has issued an Order cancelling all orders made prior 
to September 2ogth, of last year. Delivery or acceptance of delivery 
after cancellation is prohibited. 

Some interesting figures of raw cotton consumption in Great 
Britain, given by Mr. Alston H. Garside of New York, are quoted in 
the Manchester Guardian of September 18th. 


Consumption of Raw Cotton in Great Britain (in thousand bales) 


1939-40 1940-41 1941-42 (present annual rate) 
All Growths ... 2,993 2,100 1,300 


American... 1,428 800 650 


Thus the present annual rate of consumption is only 43 per cent. 
of the 1939-40 season. 


THE CALL-UP FROM THE RETAIL TRADE 

The Minister of Labour has decided to withdraw from retail 
trade, other than food, all women aged 20 to 25 inclusive. There 
have been discussions with the employers and the trade unions and 
both sides have offered to form a central advisory panel to assist the 
Minister. In exceptional cases where a woman is a key worker, 
temporary postponement of withdrawal may be granted to give 
time to train a substitute. 

This call-up will make substantial inroads into the retail trade 
labour supply. In 1931 women of 20-25, inclusive represented nearly 
one-third of all women employees and about one-fifth of all workers, 
male and female, in non-food retail trade. It is vital therefore, that 
the Retail Trade Committee set up by the Board of Trade, and to 
which Mr. Lawrence Neal has been recently appointed, should 
present its suggestions for concentration as soon as possible. The 
Minister of Labour’s decision to withdraw the shop girls means 
that he is not going to wait for concentration to release the labour. 
The position is now the other way round: the withdrawal of labour 
means that a rational plan of concentration is vital if excessive hard- 
ships, and, in particular, the squeezing out of existence of the small 
shopkeepers, are to be avoided. 


ScHoot MEALs ; cat 
It has become generally recognized that, apart from rationing, 
the surest way of providing children with essential foods is by means 
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of school meals. The case for an extension of the institution of 
midday meals at school was put forward in full by The Times in 
a leading article on September 2oth, and supported by many letters 
of approval, published on subsequent days. Lord Horder stated that 
the ‘plan of providing standard meals at school is a step in which, 
if he takes it, the Minister will have the whole-hearted support of 
his advisers and, no doubt, the blessing of the Ministry of Health 
and the Board of Education. Such a move forward would not only 
safeguard the nutrition of the citizen-to-be, it would raise the 
nutritional standard throughout the country and in all classes.’ 
Previous to Lord Horder’s letter, a letter by Dr. J. J. Mallon had 
called attention to the fact that even if the rationing scheme sup- 
plied for the children a sufficiency of foods, there is no guarantee 
that these foods will actually be consumed 6y the children and not 
partly by the adults of the family—not, of course, because mothers 
intentionally deprive their children of essential foods but because 
the harassed housewife can satisfy the children with all kinds of 
starchy foods, while the wage earners desire meat, bacon, and 
cheese. Vegetables, though they may now form a substantial part 
of the main meal of the day, are frequently cooked in a way which 
makes them practically valueless. Lord Woolton has now indicated 
that the provision of midday meals for all children attending school 
is likely. At present, only 300,000 out of a school population of 
about five millions receive meals at school. Even if all the children 
at school were being given free meals on five days a week the whole 
year round, the cost would only be about £22 million (at 4d. a meal 
a day)—much less than the Exchequer would have to disburse for 
any effective ‘family allowance.’ Moreover, no form of family allow- 
oS can make sure that the children are given the right kinds of 
- meals. 

In some areas, however, the provision of school meals on a large 
scale is impeded by the schools’ lacking facilities for preparing the 
meals. If a ‘communal restaurant’ of sufficient size is in the neigh- 
bourhood, the children’s meals could be provided there, before the 
hours of opening to the public. Otherwise, mobile canteens might 
help to solve the problem. In that case, the children could consume 
the meals in their classrooms. 


A DEFEATED BUDGET 


The Australian Budget for 1941-42 was brought before Parlia- 
ment at the end of September. The estimates of expenditure, 
compared with the estimates in the last budget in millions of £A! 
were as follows: 


1940-41 = 
Total War Expenditure ee Ba 


aI 
War Expenditure at Home... 143 15 
Non War-Expenditure ve 86 102 


ILA 1°25 = £ Ste. 1. 
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It seems that the actual expenditure in 1940-41 was considerably 
below estimate; in the first eleven months of the financial year ended 
on June 30th, 1941, war expenditure was actually £A132 million 
as compared with the estimate of 186 m. for the whole of the year. 
The estimate of £A 217m. for the present financial year came as a 
surprise as the public had been prepared for a war expenditure of 
£A 250m. some months ago. It thus appears that the actual war 
effort was behind schedule in 1940-41, and that the Budget does 
not attain the target originally aimed at. 

The Government’s task in drafting the Budget was complicated ; 
it had to avoid inflation, to solve the problems of federal finance, 
and to achieve an equitable distribution of the burden. 

The revenue, at existing rates of taxation, is estimated at £A 163 
m.; after providing for non-war expenditure, £A 63m.! remain 
for the finance of the war effort; another £A 32m. was to be obtained. 
from new taxation and compulsory saving, and £A 122m. by bor- 
rowing from the public and from the banks. Borrowing from these 
sources in the last financial year was given as £A 60m., which seems 
to indicate that a certain amount of expenditure was financed by 
borrowing from U.K. If the present Budget intended to raise the 
whole of the £A 122m. without borrowing abroad, the oversea 
expenditure of £A 57m. could only be met either by drawing on 
foreign balances or by achieving a corresponding surplus in the 
balance of payments. In the last financial year, the balance of 
payments can hardly have left much for this purpose, as the export 
surplus (including gold) was estimated at about £A 14m., but 
external interest payments at £A 28m., while there was an unknown 
amount of pre-payments from goods sold but not yet shipped to 
Great Britain. It was-stated in the Budget speech that in the present 
financial year £A 55m. worth of war material should be exported 
to Britain and Empire countries, £A 49m. of which would be paid 
for during the year. If these goods represent an addition to the 
current exports, the oversea expenditure could be financed in this 
way. The conclusion is then that the whole of the borrowing of £A 
122m. would involve an addition to voluntary saving; in this case, 
as full employment is nearly reached, and the amount of private 
investment which it is possible to cut down is of a smaller order, it 
cannot be said that the Budget with all its drastic taxation, excludes 
the danger of inflation. 

The main new feature on the revenue side is the modification of 
federal income tax. The complication in this field has been that the 
various States, beside the Commonwealth, impose an income tax of 
their own, which is of different structure, and of very different level 
(very high in Queensland, and New South Wales, very low in 
Victoria). In assessing the income for Commonwealth income tax, 
the State tax paid has been allowed as a deduction. Under this dual 


1£A 2m. of the Non-War Expenditure is probably covered by loans not included 
in the £A 122m. quoted above. 
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system of income tax it is impossible to tax the higher incomes as 
fully as under a uniform system. In January 1941 the Common- 
wealth Government tried in vain to induce the States to accept a 
uniform system. In June the States were asked to vacate the field of 
income tax (the solution adopted for the duration of the war in 
Canada) against a compensation of £A 3om., which was again 
refused. The solution now suggested is that the Commonwealth 
imposes a uniform war-time contribution on income; from the 
contribution assessed it. deducts the federal income tax paid in the 
current year, and the State income tax paid in the previous year. 
The remainder of the contribution goes to the Commonwealth. 
The solution involves a constitutional hitch, because the Common- 
wealth must not discriminate in its taxation; to avoid this legal 
difficulty the contribution was to be taken in the form of “‘com- 
pulsory savings’ on the model of the Keynes plan. 

The yield of the contribution in ‘compulsory savings’ was 
estimated at £A 20m., but this is partly due to the extension of 
taxation to lower income levels. The exemption limit for single 
persons was put at £A 100 (as compared with £A 200 in the case 
of federal income tax up to now). It was this measure which led to 
the defeat of the Budget and of the Government which proposed it. 
The opposition leader, who asked for an increase of the exemption 
limit, and advocated rationing as an alternative to imposing com- 
pulsory saving on the lower income groups, has been given a chance 
to work out his own solution. 


